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FOREWORD 


Acting upon the receipt of numerous letters and complaints with 
respect to the administration of what had been announced by the 
Honorable Harold E. Stassen, Director of FOA, on September 21, 
1954, as a broad-scale program to relieve critical unemployment in 
the coal mining areas of the United States by the purchase of 10 
million tons of coal at an estimated cost of $150 million the under- 
signed, as chairman of the Subcommittee on Oil, Gas, and Coal, 
with cooperation of committee staff members, undertook to obtain 
detailed information with respect to the initiation and administration 
of the program. There is submitted herewith the essential information 
gathered by our committee indicating that, although the program was 
announced by Director Stassen at the Lowry Field, Denver, head- 
quarters of President Eisenhower on September 21, 1954, no specific 
directive was issued by the President at any time. It is true that on 
December 9, 1954, in a classified directive under the Mutual Security 
Act, the President did authorize the expenditure of funds for the 
purchase of coai for export, but nothing was said with respect to the 
purchase of this coal for the relief of unemployment. 

At the expiration of the fiscal year on June 30, 1955, there had 
been purchased for export only 1,130,080 tons, and not the 10 million 
tons announced by Director Stassen, and there had been expended 
$34.2 million. The information afforded with respect to the purchase 
and shipment of coal indicated that not unemployment but export 
to foreign countries, as outlined in the President’s directive, was the 
only criterion for the program which, according to the formal letter 
of Mr. John B. Hollister, Director of the International Cooperation 
Administration, which has succeeded FOA, were ‘‘the oral guidelines”’ 
established by Mr. Stassen, and not any specific directive. Ex- 
penditures preceding the Presidential directive of December 9, 1954, 
for the export of coal amounted to $4.5 million, while the expenditures 
thereafter amounted to $29.7 million. 

The original announcement of Director Stassen, as published in 
the New York Times of September 22, 1954, together with the cor- 
respondence and material pertinent to the study, is presented here- 
with in the following order: 

1. Letter dated February 3, 1956, from Senator Joseph C. 
O’Mahoney to John B. Hollister, Director, ICA. 

2. Letter dated January 10, 1956, from John B. Hollister, Director, 
ICA, to Senator Joseph C. O’Mahoney. 

3. Letter dated November 18, 1955, from Senator Joseph C. 
O’Mahoney to D. A. FitzGerald, Acting Director, ICA. 

4. Letter dated October 27, 1955, from D. A. FitzGerald, Acting 
Director, ICA, to Senator Joseph C. O'Mahoney. 
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IV FOREWORD 


5. Letter dated October 27, 1955, from D. A. FitzGerald, Acting 
Director, ICA, to Senator James E. Murray. 

6. Letter dated September 30, 1955, from Senator James E. Murray 
to Mr. Charles G. McNaron, Chief, Coal and Steel Branch, ICA. 

7. Program announcement published in the September 22, 1954, 
issue of the New York Times. 

JosEpH C. O’MAHONEY, 
Chairman, Subcommittee on Oil, Gas, and Coal. 
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RELIEF OF UNEMPLOYMENT IN COAL MINING AREAS 


Unrrep StTaTes SENATE, 
CoMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
February 3, 1956. 
Mr. Joun B. HoO.uuistTer, 
Tnrector, International Cooperation Administration, 
815 Connecticut Avenue, Washington 25, D. C. 

Dear Mr. Ho.uutster: The close attention which I have been 
obliged to give to other matters during the past month has prevented 
me from acknowledging your letter of January 10, 1956, and its en- 
closures. This correspondence was in response to my letter of No- 
vember 18, 1955, with respect to the coal purchase program undertaken 
by FOA for the relief of unemployment in distressed coalfields, and 
it dealt with the manner in which the program was initiated and car- 
ried on. 

I wrote to Dr. D. A. FitzGerald, Director of ICA in your absence, 
because it had theretofore been impossible for members of the staff of 
the Interior and Insular Affairs Committee, which has jurisdiction of 
mining, to secure adequate information from your agency. 

The response accompanying your letter, I regret to say, seems to be 
equally inadequate. In view of the request which the State Depart- 
ment is now making of Congress for authority to make 10-year com- 
mitments for foreign aid, I am sure upon reexamination you will find 
that the correspondence with this committee and the information 
furnished us still falls far below the standard which should be expected 
of cooperation between the legislative and executive branches and 
the standard of responsibility to be followed by the executive agencies 
in administering appropriations of the character under which the coal 
purchasing program, such as it was, was carried out. I call your atten- 
tion particularly to the provisions of section 501 of the Mutual Se- 
curity Act of 1954, as amended, authorizing the transfer of funds from 
one objective to another. If the Congress finds the same difficulty 
in securing a report upon expenditures that I have found in connection 
with the coal program, it is clear that the operation of foreign aid will 
be essentially a closed book to the elected representatives of the people 
from whom the funds must be secured. 

The record before us now briefly is as follows: On Wednesday, 
September 22, 1954, the New York Times published a special story, 
filed in Denver, Colo., the previous day, reporting that Mr. Harold E. 
Stassen, Director of FOA, “after a conference with the President,” 
had announced that ‘the United States would start immediately to 
purchase 10 million tons of American coal that he estimated would 
cost some $150 million.”” Then he proceeded to say, according to the 
New York Times story, that “under the President’s direction, the 
coal is to come from the most critical unemployment areas.” Mr. 
Stassen, speaking at the Lowry Air Force Base headquarters of the 
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President, according to the New York Times, said that “‘the coal pro- 
gram was an example of the President’s directive of ‘fitting together 
the needs overseas with the economic situation at home.’ ” Then the 
Times gave the precise amounts of coal to be purchased from each 
State, as follows: ‘From Kentucky, West Virginia, and Pennsylvania, 
2,000,000 tons each; from Illinois, 1,500,000 tons, and 2,500,000 tons 
generally distributed through other coal-producing regions.” 

We are advised that the United States Navy Fue! Office was the 
agent of FOA for the purchase of coal and that these purchases, 
starting on October 14, 1954, and ending on June 24, 1955, totaled 
only 1,130,080 tons, at a total cost of $34.2 million. The list of 
States in which these purchases were made was provided by you to 
Congressman Robert H. Mollohan, of West Virginia, in a letter dated 
September 22, 1955. Instead of the 2 million tons Mr. Stassen said 
were to be purchased from Kentucky, West Virginia, and Pennsyl- 
vania, the purchases in these States combined amounted to only 
425,600 tons. Illinois supplied 179,200 tons, instead of 1,500,000 as 
predicted by Mr. Stassen and, instead of 2,500,000 to be “generally 
distributed through other coal-producing regions,”’ as estimated by 
Mr. Stassen, if the New York Times story was accurate, as is usually 
the case with that paper, only 525,280 tons were purchased in coal- 
producing areas outside of Kentucky, West Virginia, Pennsylvania, 
and Illinois. 

When I sought to obtain a copy of the Presidential directive estab- 
lishing the program which Mr. Stassen had announced on September 
21, nothing was made available to me or to the staff of the Interior 
Committee except a reference to the Stassen announcement as quoted 
in the New York Times until, in your letter of January 10, in the first 
of your enclosures, you told me that “the directive dated December 9, 
1954, which formally launched this program is a classified document,” 
Thus it appears that purchases under this program were launched by 
the Navy at the direction of FOA almost 2 months before the directive 
was signed by the President. In justice to you personally, I must 
point out, of course, that you were not sworn in as head of the agency 
until July 1, 1955, so that you had no personal responsibility for the 
publicity announcements under Mr. Stassen’s regime. 

You did not furnish this committee with a copy of the directive 
but said that it was a classified document which had previously been 
furnished to the Senate Committee on Foreign Relations. Upon 
inquiry of the Senate Committee on Foreign Relations, I find that 
the document in question was a document labeled “secret,” dated 
December 9, 1954, and dealing with the transfer and use of funds 
under section 501 of the Mutual Security Act of 1954, to which I have 
above alluded, and section 401. The only matter contained in this 
directive having anything to do with coal does not appear to be a 
transfer dedicated to the relief of distressed regions in the United 
States, as Mr. Stassen announced, but rather for the exportation of 
coal under the mutual security program. 

The special fund established by section 401 of the Mutual Security 
Act appears to be dedicated by law only in the furtherance of the 
purposes of the Mutual Security Act or any other act for which 
funds are authorized by the Mutual Security Act. I find no authori- 
zation in the Mutual Security Act for the appropriation of funds for 
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the purposes designated in Mr. Stassen’s press announcement of 
September 21, 1954. 

It is not surprising to me, therefore, that in the material which 
you have sent to me under date of January 10, 1956, in reference to 
the first question in my letter of November 18, 1955, to Dr. Fitz- 
Gerald, it is stated that “‘after discussion with his staff, Governor 
Stassen issued oral guidelines for this program.’’ Certainly it must 
be clear that a program for the expenditure of foreign aid funds, 
which is governed only by ‘oral guidelines” issued by the head of 
the spending agency and a Presidential directive issued 6 or 7 weeks 
after the program has been launched, such as you have described to 
me, is not one calculated to inspire Members of Congress with con- 
fidence in the administration of funds to be made available for 
foreign aid. 

Surely something more than oral guidelines are required to regulate 
the expenditure of huge funds made available for mutual security. 
If the method of spending described by your agency in connection 
with the coal-purchasing program for the relief of unemployment is 
characteristic of the methods used in the expenditure of other funds, 
a far-reaching check on ICA spending would be highly desirable. 

In response to my question No. 2, intended to obtain “specific 
information as to the criteria used by the ICA in determining”’ the 
most critical unemployment areas, to which Mr. Stassen referred in 
Denver on September 21 after conference with the President, you 
provide the following illuminating information: 

The criteria on which the program was. based were the directive from the 


President and a decision by Governor Stassen that the objective should be achieved 
with a minimum expenditure of agency funds. 


I marvel at the amazing foresight of an agency which can foresee the 
criteria set forth in a Presidential directive not yet composed and 
follow these criteria, although it develops weeks after the program 
yr en launched that the Presidential directive contains no criteria 
at all. 

If you have any doubt of the accuracy of this statement, I refer you 
to the second paragraph of your reply to my question No. 2. You say: 

It was intended that purchases would be related to the areas of highest relative 
unemployment as determined by the Secretary of Labor. 

This information you gave me under data of January 10, 1956, 
but the Secretary of Labor, Hon. James P. Mitchell, in his letter of 
October 29, 1954, to Hon. Harold E. Stassen, Director of FOA, not 
only fails to name any areas of unemployment but, on the contrary, 
stated specifically: 

The Department of Labor is not in a position to provide labor market 
information on every area where coal is mined. Accordingly, I do not think the 
information collected is suitable to be used as a basis for discriminating between 
prospective coal suppliers under the FOA purchase program. 

If you will refer again to Secretary Mitchell’s letter of October 29 
to Mr. Stassen 4 days before the election, you will find that he referred 
to the 10 million ton coal purchase program. This was the magnitude 
of the program announced by Director Stassen. The total number of 
net tons purchased, however, from the beginning on October 14, 1954, 
to the end of June 24, 1955, was only 1,130,080 tons. It would also 
appear that in West Virginia where, according to the Bureau of Mines, 
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unemployment was high, only 44,800 net tons were purchased, whereas 
in Kentucky 224,000 tons were purchased, although employment had 
not decreased in that State as it had in West Virginia. 

I must frankly say to you, Mr. Hollister, that on the basis of the 
information which you have supplied to me in your letter of January 
10, and of that which I have received from other offices of the Govern- 
ment, the program which former Governor Stassen announced in 
Denver on September 21 for the purchase of coal in the most critical 
unemployment areas was never actually undertaken at all. 

Sincerely yours, 
JospePpH C. O’MAHONEY, 
Chairman, Subcommittee on Fuels. 


[MR. HOLLISTER’S REPLY TO QUESTIONS IN LETTER OF NOVEMBER 18, 
1955, TO MR. D. A. FITZGERALD] 


INTERNATIONAL CooPERATION ADMINISTRATION, 
OrFiceE OF THE DIRECTOR, 
Washington, D. C., January 10, 1956. 
Hon. Josepx C. O’Manoney, 
Chairman, Subcommittee on Fuels, 
Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 

Dear Senator O’Manoney: Reference is made to your November 
18, 1955, letter and to discussions between staff members of the 
Interior and Insular Affairs Committee and members of the ICA staff, 
concerning fiscal year 1955 coal program; and my decision not to have 
a special coal program during fiscal year 1956. 

Attached for your information is a comprehensive reply to each of 
the numbered paragraphs in your letter which has been prepared by 
the ICA staff. Should additional information be required by the 
committee, I will, subject to security, be glad to provide any informa- 
tion available to the agency. 

Yours very sincerely, 
Joun B. HouuisTer. 


Reference numbered paragraph 1 


This directive dated December 9, 1954, which formally launched 
this program is a classified document. This document was previouslv 
furnished to the Senate Committee on Foreign Relations and it is 
assumed that this committee will make it available to you. 

After discussion with his staff, Governor Stassen issued oral guide- 
lines for this program. It is my understanding that these instructions 
provided that— 

1. Such action as is feasible, consistent with the provisions of the 
Mutual Security Act and related legislation, will be taken to increase 
the export of coal to friendly countries. 

2. In view of fund limitations, and in order to avoid diversion of 
funds from other essential purposes, this should be accomplished 


through increasing commercial exports using the minimum of agency 
funds. 
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3. For planning purposes, the projected rate of export of 14 million 
tons is to be increased by 10 million tons per annum. 

4. Purchases are to be made from these coal mining areas in the 
United States designated as distress labor areas by the Secretary of 
Labor. 

5. Agency-financed purchases are to be authorized in such a manner 
as to permit the foreign user to receive the type and quality of coal of 
his choosing. 


Reference numbered paragraph 2 

It is our understanding that Governor Stassen was extemporaneously 
replying to questions from reporters at a press conference. There is no 
record in the agency as to the exact statements made by the Governor 
which would substantiate the exact wording in the article which 
appeared in the New York Times on September 22, 1954, under a 
dateline of September 21 from Denver, Colo. The criteria on which 
the program was based were the directive from the President and a 
decision by Governor Stassen that the objective should be achieved 
with a minimum expenditure of agency funds. 

It was intended that purchases would be related to the areas of 
highest relative unemployment as determined by the Secretary of 
Labor. 

Enclosure 1 is a copy of an October 29, 1954, letter from the Secre- 
tary of Labor which states that the information collected by the 
Department is not suitable to be used as a basis for discrimination 
between the prospective coal suppliers under the FOA purchase pro- 
gram and stating that with relatively few exceptions the entire 
bituminous industry is in an unhealthy condition. Statistics of the 
Department were, however, used on a general basis for the purpose of 
evaluating the availability of other employment in an area. 

In addition such information as was available from the Department 
of the Interior with respect to employment and unemployment, as 
well as information that the agency was able to secure from the 
United Mine Workers and other sources, was used in evaluating the 
unemployment situation. A major factor considered, however, was 
the type and quality of coal required. In no instance did the agency 
attempt to take an action which would require foreign users of coal to 
receive a type and quality of coal which was not suited for the intended 
purpose. 

Due to the unemployment in distress coal mining areas, there were 
discussions at Cabinet level in the spring of 1954 for the purpose of 
determining what action might be appropriately taken by the execu- 
tive branch of the Government. In these discussions it was agreed 
that some action might be taken through the FOA to increase the 
export of coal. As a result of this decision, the Chief of the FOA 
Coal and Steel Branch visited most of the major coal-consuming areas 
of the free world for the purpose of evaluating the export market. 

A preliminary report prepared in late July resulted in Governor 
Stassen’s August 4, 1954, statements to the press concerning the 
possibility of a coal export program as part of the FOA operation. 
As a result of the information assembled, it was determined that there 
would probably be an unsatisfied demand for coal in friendly countries 
of the world amounting to approximately 19 million tons during the 
fiscal year 1955, Taking into account the opinion of American coal 
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producers and exporters and best information available to the agency 
and other elements of the Government as to foreign exchange possi- 
bilities, etc., it was determined that a target consisting of a 10 million 
ton increase in export was reasonable. It was further agreed in 
advance of the September 21, 1954, announcement that it would be 
detrimental rather than helpful to the American coal industry if coal 
were shipped to foreign users which was not suitable to the end use for 
which intended. 


Reference numbered paragraph 3 

There was no overall directive with respect to Navy purchases of 
coal under the select area procurement program. Enclosed are copies 
of the purchase requests forwarded to the Department of the Navy 
which resulted in their purchase of approximately 1 million tons of 
coal from select areas. 

The Navy Solid Fuels Procurement Division is the agency desig- 
nated to procure coal for the United States Government. Only that 
portion of the program designated as ‘‘select area purchases”? was 
handled by the Navy Department’s Solid Fuels Procurement Division. 
The major portion of the select area program was the purchase of 
coal for Korea. It was the judgment of agency officials that the 
potential Korean importers did not have sufficient experience and 
background in purchasing American coal to permit purchase through 
commercial channels and that this portion of the program could best 
be executed by using the United States Government channels. This 
agency customarily has its purchasing done by the department 
designated to procure specific items. 


Reference numbered paragraph 4 


The term “prevailing wages’’ has special significance in that it is 
defined by the Walsh-Healey Act and, under the terms of this act, 
the Secretary of Labor, after having complied with the provisions of 
this act, can establish a prevailing wage rate. On investigating this 
subject with the Office of the Secretary of Labor at the time the 
program was initiated, it was determined that there was no established 
prevailing wages for the coal industry. Preliminary action toward 
the establishment of prevailing wage rates was initiated in the fall of 
1954 and was concluded by issuance of a press release in early August 
1955 which stated that the established prevailing wage rates were to 
take effect 30 days after August 6. As there were no established 
prevailing wages at the time the purchases were made, we question 
the United Mine Workers’ charges that 90 percent of the purchases 
were from mines paying below the prevailing wages. 


Reference numbered paragraph 5 


The statement to Congressman Mollohan in the September 23, 1955, 
letter was premised in the main on production as versus employment. 
Enclosure 2 is a tabulation which compares production by State for 
the month of August 1954 with production for August 1955. With 
the exception of Montana and Kansas, there was substantial recovery 
in coal production in every State. The staff endeavored to secure 
employment statistics in early September 1955, but were advised by 
the United Mine Workers Union, the Office of the Secretary of Labor, 
and the Department of the Interior that current accurate and reliable 
employment statistics were not available. We were fully aware that 
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increased mechanization and other factors had adversely influenced 
ere but were unable to assess the offsetting impact of these 
actors. 

The statement to Congressman Mollohan concerning the purchase 
of 1,130,000 tons of coal was in reply to a question as to the tonnage 
of coal purchased on a select area basis. The Congressman had 
previously been advised as to the amount of total purchases. 

Attached as enclosure 3 is a tabulation showing the procurement 
authorized by the FOA during the fiscal year 1955. The information 
contained in this document was made available to members of the 
committee staff and an explanation of the method of purchase was 
presented orally. We explained to the committee staff members that 
the Mutual Security Act and related legislation specify that normal 
commercial purchase channels rather than United States Government 
purchase be used wherever feasible. 

It was fully recognized by this agency that West Virginia and 
certain other normal commercial sources for export coal were in serious 
distress condition with respect to employment. However, because 
of their fortunate location with respect to ship transportation and 
the fact that the types of coal available from these areas were the 
type required by potential purchasers in Western Europe, Japan, and 
South America, it was judged here that these areas would naturally 
be able to secure a large share of any increased commercial purchases. 
Our best information now indicates as a matter of fact that approxi- 
mately 85 percent of the commercial purchases were made from 
West Virginia. 

Paragraph 1, Select Area Purchases, was that portion of the pro- 
gram designed to cause purchase of coal for export from sources other 
than the normal source of supply for export coal. It was necessary 
to take extraordinary action if any coal was to be purchased from 
these areas. 

In presenting the justification for the fiscal year 1955 program, it 
was stated that 1,300,000 tons of coal might be financed with agency 
funds from the United States. This coal was to be furnished as 
500,000 tons to Spain, 500,000 tons to Yugoslavia, 200,000 tons to 
Greece, 100,000 tons for other areas. As the amount of funds re- 
quested was reduced by the Congress and Senate, the quantity of 
coal to be purchased, along with other commodities, probably would 
have been reduced. We could not, therefore, state the exact amount 
of coal which would have been purchased had there been no special 
program. 

In the execution of the program there was never any separation 
as between what the Senator terms ‘‘the coal unemployment relief 
program”’ and ‘the overall foreign aid program.”’ As was stated in 
the letters to Senator Murray and Congressman Perkins, to which 
reference is made, the intent of the program was to utilize United 
States mined coal for export in the implementation of the fiscal year 
1955 mutual security program to the maximum extent feasible, con- 
sistent with the Mutual Security Act and other relevant policies of 
the administration. At the time the program was initiated, it was 
felt that this could best be accomplished by taking action which 
could maximize the movement of commercially procured coal using 
a minimum of agency funds. It is felt that an action of this nature 
was consistent with the provisions of the Mutual Security Act and 
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other relevant policies of the administration, a major policy of the 
administration being to minimize Government expenditures while at 
the same time accomplishing objectives. The FOA and Department of 
State and other elements of the executive branch of the Government, 
working together with representatives of the American coal industry, 
undertook to increase the commercial export of coal by causing 
relaxation of trade and financial restrictions imposed by foreign 
governments in order to permit coal to move freely from the United 
States to free world sources which had unsatisfied demand for coal. 
Germany, France, Belgium, and United Kingdom had virtual em- 
bargoes on the import of American coal and there were restrictions 
in other areas. Through supplying coal to Germany under the pro- 
gram and through strong presentation to the Germans through the 
General Agreement on Tariffs and Trade, we were successfully getting 
coal to move to Germany on a comparatively free basis. It was 
necessary to let Germany have a small amount of coal under the 
program in order to achieve this purpose. Once the restriction was 
lifted, coal has continued to flow to Germany in large quantities on 
a commercial basis. 

Italy, due in part to pressure from European groups, was restricting 
the import of American coal to approximately 200,000 tons per month. 
We were successful in negotiating agreements with Italy to supply a 
small amount of coal, 224,000 tons, under the program; and as a 
result of these negotiations, we were successful in causing Italy to 
relax its restrictions on the import with a result that its purchases of 
American coal through commercial channels immediately jumped 
from less than 200,000 tons to an average of approximately 500,000 
tons per month. We were also successful in getting the British 
Government to import large quantities of coal, partly as a result of 
the one authorization which was issued to the British. The same 
type of negotiation was carried on with other European countries 
with similar results. As I have previously stated, the near-record 
high level of coal exports which now attains 3,904,254 tons during 
the month of October of this year is an indication of the relaxation 
of trade restrictions against American coal. This high rate of export 
of approximately 48 million tons per annum as compared to the rate 
of 14 million tons per annum rate at the time the program was 
initiated has, in our opinion, materially assisted coal miners along 
the eastern seaboard, including those in West Virginia. 


Reference numbered paragraph 6 


With respect to the Senator’s comments on “abandonment of the 
Buy American policy,” it is the policy of this agency to finance the 
procurement of commodities, equipment, and materials furnished 
under the mutual security program at the lowest price obtainable 
from free world sources, including the United States, due allowance 
being given to quality, availability, and other relevant factors. 
Until fiscal year 1955, with respect to coal, this in fact resulted in 

urchases from the United States because United States aid was 
argely directed to closing the dollar gap in the foreign exchange 
position of European countries. The decision to purchase coal off- 
shore, when purchased as part of the normal United States aid pro- 
gram, resulted from the desirability of bringing the purchase of coal 
in line with procurement policy for all commodities, and the fact 
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that certain types of coal needed for countries in Asia can be bought 
more cheaply from offshore sources. This policy is consistent with 
the congressional mandate that the maximum quantity of aid be 
furnished with the taxpayers’ dollar. 

We are fully aware of the February 26, 1955, report on Energy 
Supplies and Resources Policy, paragraph 10d of which states: 
where United States coal can be supplied competitively with other available coa 
the Government should use its best efforus to enlarge the participation of United 
States coal in the foreign aid program. 
The action not to have a special coal program of the type carried on 
by the Foreign Operations Administration during fiscal year 1956 
appears to be totally consistent with this paragraph of the report 
which is the only portion of this report which makes specific reference 
to the agency’s program. This recommendation specifically implies 
that American coal producers should be in competition with foreign 
producers. 


DeparRTMENT OF LABor, 
OFFICE OF THE SECRETARY, 
Washington, D. C., October 29, 1954. 
Hon. Harotp E. Strassen, 
Director, Foreign Operations Administration, 
Washington, D. C. 

Dear Mr. Strassen: In accordance with a recent request, the 
Bureau of Employment Security supplied members of your staff with 
certain labor market information which they indicated was for use in 
the 10-million-ton coal-purchase program. 

I would like to stress that the labor market information which the 
Department regularly collects is designed to analyze labor market 
conditions in the principal industrial areas in the country. The coal- 
mining industry is found mainly in nonurban areas and, therefore, the 
information collected on a regular basis is very incomplete with respect 
to labor market conditions in coal-mining localities. The Department 
of Labor is not in a position to provide labor market information on 
every area where coal is mined. Accordingly, I do not think the in- 
formation collected is suitable to be used as a basis for discriminating 
between prospective coal suppliers under the FOA purchase program. 

As you know, the entire coal-mining industry has been seriously 
affected by its loss of markets to competing fuels over many years. 
With relatively few exceptions it can be said that the entire bituminous 
industry is in an unhealthy condition. I recognize the difficulty of 
selecting one coal mine and excluding another in your purchase pro- 
gram and hope that you will keep the above facts in mind. 

Sincerely yours, 
James P. MitTcHeE.u, 
Secretary of Labor. 
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Bituminous coal production 
[Thousand tons] 
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‘ August August Increase (+) August— oe (+) 
State 1954 j 1955 } or 
, decrease (—) |——— decreas (-—) 
1954 | 1955 
Percent | | Percent 
No rece cai eae 814 1,098 | +34. 9 6, 420 | 7, 731 | +20. 4 
a i ee A te ee 41 58 +41.4 319 420 +31.7 
Cason peentnhctysnk oleae 239 295 +23. 4 1, 571 | 2, 000 +17.3 
Tilinois_..____- Sea aa te oot aie 3, 225 3, 604 +14.5 25, 700 20, 192 +13. 5 
Indiana____..._- bls detldoatdbmiddd 852 | 1, 208 +41.8 8, 228 10, 015 | +21.7 
Oe Be 84 103 +22, 6 795 834 | +4.9 
pane. thos. die oh 119 113 | —5.0 889 | 963 4+-8.3 
Kentucky sinetaieah dale aaa iit ialiaatl el aia 5, 373 7, 255 +35. 0 36,370 | 43, 682 | +20. 0 
Sen a one 14 49 +250. 0 242 305 +26. 0 
Dele eects 180 191 +6.1 1, 356 | 1, 451 | +7.0 
a 147 85 —42.1 966 755 —21.8 
Now Bieiice:...2....002.0 eee 16 24 +50. 0 126 150 | +19. 0 
North Dakota. -........ isda hiinaen es 191 167 —12.5 1, 572 1, 604 | +2.0 
Gbin nonce Lhouiee wiieateidiredbaawatbon 2, 839 3, 335 +17.4 19, 669 23, 243 +18. 2 
a a aan 163 188 +15.3 1, 032 1,301 | +26. 0 
IN a is ete eta 5, 988 7, 995 +33. 5 46, 190 55, 596 | +20. 4 
ING. - con nahinnic chin tance 579 906 +56. 5 4,274 5,089 | +19.0 
TNs ws ctcontccnabetis tees 484 666 +37. 6 3, 241 4, 370 +34. 8 
Ws oe eel al 1, 669 | 2, 839 +40. 0 10, 937 14, 959 +36. 8 
ee oe 53 63 +18.8 397 405 +2.0 
West Vrdinis-.. s.s4i 3... 10, 520 13, 260 | +26. 0 73, 690 92, 555 +25. 6 
WE staid nteboebciebencen 214 252 +17.7 1, 496 | 1, 551 +3.7 
TOG, Oe DOME... 2 0sccms 33, 655 | 43, 427 +29.0 | 245,739 | 208, 642 | +21. 5 
ce it a re ae 1,311 3, 736 +285. 0 9, 230 | 20, 432 +221.0 
FOA solid fuels procurement authorized, fiscal 1956 
| 
Destination Origin Net tons Dollars 
1. Select area purchases from the United States: 

OOOO 65 aid ed REALS. pdbcie beh ~ 36508 Colorado... _..- .| 22, 400 |---2-----+-- 
BOD wh keh epdicciarg ae MRICAe con o's sdk nie Kentucky... adel BE WD cwthaw matin’ 
ep. tf 25106 Sh, ededa. sbi Sb bisekcc hh en 225500. . fg Ah gins 
So cnet elas sient th nee ‘hil cepa le | Illinois.___...- s4eeun 570; WoO hoi tee 
SUD 5 és inchpORedin oe scinipwridebe wane esta union Washington DE Eisen sia os habe oo 
OA sik cttb ant ntbdl thes hit. J ecbesaaee | be i 2s 557i bia G7 MOS Yes. 05455805) 
REDS tothe pide deen occbpswdo deat nL ¢scimed TE Bae cea at Rene 
Pbsiidslccacethi lites s eitixebese | ee PL te tones 
BRD ionied a ccelid in <ninaumaih iene eek del ......| Oklahoma. - -- 44, 800 |.-.....-..-- ; 
SE oiins Oded eacbhead ke mbed <daai ae New Mexico. - , BE; BOO las: cess 
PM ct ota sddid. a bibebes ..-----.--.-.--.-| Pittsburgh Seam _. _-__-_| ROG O09}. ot ui 25. 

IR 6 dh pete dkn sapk sa eet hee 2 | Pennsylvania__- Ath teen ccuinnaune . 

CRO Aa to dics died ds Lapduls'ctiet shack tee ae oe hes ~-=--| GN Be 225,hb edcctwe nd 

Tl i ME i I tear ise xalesind on ane] BROOD disp iseceescs: 

a A AR weqn|—eneooberers A -| _I, 130, 080 bs 29, 537, 985 
. Commercial procurement from the United States: | 

Matin 5°. 31). cdi. d bese Lads Tai. 224,000 |. 

NN a a a br te ee bod lu eesxcs 1965400 4 loci icvedes 

NN catwalk aah, mie einer . : , 1 2 ery 

Wee. 25h 6re Gs LS ies as BOG AL iliac ioe NR EOP PRERE 

acl SR ces 2 il ; eae Stine nie 598, 080 

Ce a ke PERE a Sco dunes 4 la on oe desta oo 

a a ek al ‘ Pry eS | $48; 800 | .............. 

United een. ee 5 i ak de moran 280, 000 

OT dd Shad id-ddieee tte. BULL Lk | TONG fii di. sescadcc 

Rs uae er: ea a ar ‘ Steb eal IE Bin kd cin il 

PE oetpuibtcmkttane S aietb sled aS a ivdheaetednee SEE ice etter nine 

Rabbotel crt 8 ie ; | $3,201,184 | | 42,739,173 
3. U. 8. Government purchase, United States com- | | 

petitive: 

NII ing teas act ceo toe Sg gist. : 67, 200 | 1, 709, O15 

4. Procurement from the United States_ beats =. sali ave 4, 4, 398, 464 | 73, 988,173 
5. Worldwide competitive: 

I la Ba eee, iach lea atlas aad otbi aaa , ‘ , i ere: ae 

PID Kats cnet Se orale hdl ee ad wen wand Roe ieldtvaudacigumenbienal EE Lidniighels. nine eaties 

Subtotal. .............--- nemecensneeen ined baat aida dalainion lemme 255, 360 3, 095, 000 

iene. foi ee a J-nnn----n2eneonenne- ; | 4, 653, 824 77, 081, 173 





1 Revolving funds, $19,172,173; program funds, $23,567,000. 
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NOVEMBER 18, 1955. 
Mr. D. A. FirzGrera.p, 
Acting Director, International Cooperation Administration, 
Washington 25, D. C. 

Dear Mr. FrrzGera.p: | have your letter of October 27 in re- 
sponse to the request made by committee staff members on my behalf 
for information on the purchase program to relieve unemployment in 
the distressed coalfields of the United States. As chairman of the 
Subcommittee on Fuels, I also have copies of your letters of the same 
date to Congressman Perkins of Kentucky and to our committee 
chairman, Senator Murray, on the same subject. 

It has been impossible to obtain adequate information with respect 
to the manner in which the program for relief of the unemployed in 
the coal-producing States has been carried out. True, we are advised 
by the ICA that 1,130,000 tons were purchased during fiscal year 1955. 
However, the purchase of 224,000 tons from Kentucky, which is 5 
times greater than the 44,800-ton purchase from West Virginia, where 
production is more than twice that of Kentucky and where the em- 
ployment problem is greater, seems illogical. 

All of your letters lump the coal unemployment relief program with 
the overall foreign aid program, despite efforts to obtain specific re- 
plies to specific questions respecting the former. On behalf of the 
subcommittee I desire now to submit the following queries to which 
I hope to obtain responsive replies. 

1. In your letters to Senator Murray and to Congressman Perkins 
you state: 


On September 21, 1954, the President directed that the FOA undertake to 
utilize United States mined coal for export in the implementation of the fiscal 
year 1955 mutual security program (ending June 30, 1955) to the maximum extent 
feasible, consistent with the Mutual Security Act and other relevant policies of 
the administration. 

Inasmuch as this sentence refers unspecifically to a formal directive 
which launched the program, the subcommittee requests a copy. If, 
in fact, there was no such formal directive, the subcommittee would 
appreciate a copy of any order by which Director Stassen established 
or modified the program. 

2. The New York Times of September 22, 1954, under a dateline of 
September 21 from Denver, Colo., stated: 

Mr. Stassen said the United States would start immediately to purchase 10 
million tons of American coal that he estimated would cost some $150 million. 


Under the President’s direction, the coal is to come from the most critical 
unemployment areas. 


The subcommittee requests specific information as to the criteria 
used by the ICA in determining those ‘‘most critical unemployment 
areas.”’ It is to be assumed that the reports of the Department of 
Labor were used as source material to determine the areas in which 
unemployment was most critical. We would appreciate also knowing 
whether statistics of the Bureau of Mines were used in making these 
determinations. 

Incidentally, it should be noted that your letters to Senator Murray 
and Congressman Perkins state that ‘‘a target consisting of an increase 
of 10 million tons of export was suggested as reasonable.’’ [Emphasis 
supplied.] Mr. Stassen’s announcement of what you refer to as the 
President’s directive stated categorically that 10 million tons would be 
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purchased at an estimated cost of $150 million and proceeded to list 
the areas and the specific amounts to be purchased in each. It would 
be appreciated if you would amplify this statement by advising us 
who “suggested” the “reasonableness” of this ‘target’? and in what 
manner it was done. 

3. The subcommittee staff members were informed that the Navy 
made the actual purchases of the 1,130,000 tons. Why, in a program 
designed for unemployment relief, was the Navy brought in to do the 
purchasing? Please supply us with a copy of ICA’s directive or 
request to the Navy for such services. 

4. The Washington representatives of the United Mine Workers 
have charged that some 90 percent of the purchases were from mines 
paying wages below the “prevailing wages’ specified in the Navy’s 
invitations to bid. Do you have any comments on this charge? 

5. In his letter to Congressman Mollohan of West Virginia dated 
September 23, 1955, Director Hollister stated, in substance, that the 
program was not being continued because of the “substantial 
recovery” in the coal industry during the year. Yet statistics 
supplied by the Bureau of Mines show a drop of 33,800 in employ- 
ment in the coal industry for the period January to July 1955 as 
compared to the same period in 1954. Since this program was for 
the specific purpose of relieving unemployment distress in coal- 
producing areas, the subcommittee requests the figures used by ICA 
in arriving at its determination that “improvement” warranted 
abandonment of the President’s program. It should be noted that 
this program was only approximately 12% percent completed at the 
time of its abandonment, with 1,130,000 tons procured out of the 
announced 10-million-ton goal. 

6. Laying aside for the moment the distress purchase program, I 
turn now to the overall ICA program which you have been so eager 
to discuss in your previous correspondence. In your letter to me, 
you confirmed the abandonment of the “Buy American” policy with 
respect to coal purchased with American taxpayers’ funds. I call to 
your attention the following recommendation of the President’s 
Cabinet Committee on Energy Supplies and Resources Policy, issued 
February 26, 1955, by the White House: 

8. Unemployment and Business Distress in the Coal Industry 

We recognize that serious unemployment and business distress exist in the 
coal industry and recommend that the Interdepartmental Committee on the 
Soft Coal Industry be continued for the purpose of developing for Cabinet con- 
sideration specific action programs to alleviate these conditions. 

Did the ICA take cognizance of this policy recommendation by 
the President’s Cabinet Committee in arriving at its decision to put 
American producers in competition with foreign producers? May 
we have a copy of the agency directive under which this major policy 
change was made? 

In view of the increasing distress in coal mining areas, a public 
hearing on the abandonment of the relief purchase program and on 
the change in the Buy American policy may be necessary. There- 
fore, as prompt compliance as possible with the foregoing requests 
of the subcommittee is in the public interest. 

Sincerely yours, 
JosepH C. O’MaAHONEY, 
Chairman, Subcommittee on Fuels. 
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INTERNATIONAL COOPERATION ADMINISTRATION, 
Orrice oF THE DrreEcToR, 
Washington 25, D. C., October 27, 1956. 
Hon. Joseru C. O’Manoney, 
United States Senate, Washington 25, D. C. 

Dear Senator O’Manoney: This is in response to Mr. Stewart 
French’s request’ to Mr: John Murphy for information as to the 
source and destination of coal under the ICA fiscal year 1956 program. 

Since we have not yet approved firm commodity programs for the 
entire 1956 fiscal year, we are not in a position to supply detailed 

information on the source and destination of all coal to be financed 
by ICA from fiscal year 1956 funds. So far we have not authorized 
any procurement of coal from fiscal year 1956 funds. 

In view of the fact that we are no longer providing economic aid 
to most of the large coal-importing countries, we do not expect to 
finance large shipments of coal this year. On the other hand, most 
of these countries are now in a position to finance and are financing 
near record imports of United States coal with their own dollar 
resoutces. » United States’ ceal exports»in August and September 
(excluding those to Canada) exceeded 3.7 million tons monthly and 
were nearly three times as large as in the corresponding months of 
1953 and 1954. 

As to the source of any coal financed by ICA, this is difficult to 

redict in advance. All authorizations will include, but not be 
imited to, the United States as a source, and purchases will normally 
be made from the most economical sources. It is probable that 
Korea*will ‘find offers from Japan-or Formosa. the more attractive, 
particularly in view of the substantial increases in ocean freight rates 
during the last 12 months. Any European countries to which 
authorizations may be issued will probably find the United States 
coal exporters making the most economical offers. 

If we can furnish any additional information of value to Mr. French, 
we shall be happy to do so. 

Sincerely yours, 
D. A. FirzGeraup, Acting Director. 





INTERNATIONAL COOPERATION ADMINISTRATION, 
Orrice oF THE DrrReEcTOoR, 
Washington 25, D. C., October 27, 1955 
Hon. JAmes E. Murray, 
United States Senate, 
Washington 25, D. C. 

Dear SENATOR Murray: I have your letter of September 30, 1955, 
addressed to Mr. Charles G. McNaron concerning the fiscal year 1955 
coal program as it pertained to the operations of the FOA for that fiscal 
year. As there seems to have been some contradiction in several 
quarters as to the method of implementation and the end results of the 
program in question, I would like to take this occasion to review the 
exact chronology; figures, and faets of the operation in order to clarify 
the situation. 

On September 21, 1954, the President directed that the FOA under- 
take to utilize United States mined coal for export in the implementa- 
tion of the fiscal year 1955 mutual security program (ending June 30, 
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1955) to the maximum extent feasible, consistent with the Mutual 
Security Act and other relevant policies of the administration. A 
target consisting of an increase of 10 million tons of export coal was 
suggested as reasonable. It was further directed that, insofar as 
practicable, this increased export tonnage should be divided between 
the major types of coal and the major coalfields, endeavoring to relate 
the purchases to the areas of highest relative unemployment. 

Under the authority vested in him under section 401 of the Mutual 
Security Act of 1954, the President also authorized the establishment of 
a $20 million revolving fund for fiscal year 1955 ending June 30, this 
in addition to the use of funds for this operation allotted to aid-re- 
ceiving countries by FOA. 

In part, because of the stimulus of this program, United States coal 
exports increased 15 million tons from the 1953-54 average of 14 
million tons annually to 29,272,000 tons for the 12 months ending 
September 30, 1955. Of these increased exports, FOA financed from 
fiscal year 1955 funds approximately 4,400,000 tons including both 
normal aid procurement and the procurement under the $20 million 
revolving fund for a total expenditure of $74 million. The near 
record, high level of coal exports which in August and September of 
this year were at the rate of 3,770,000 tons per month is an indication 
of the relaxation of trade restrictions against American coal, the ability 
of foreign governments, having in many instances achieved successful 
rehabilitation, to provide the dollars to purchase coal and the con- 
tinuing high demand for coal in free world areas outside the United 
States. The limiting factor, if any, in the months immediately ahead 
will be availability of ocean shipping rather than lack of dollar 
financing. 

There will be some requirements for coal in the fiscal year 1956 
International Cooperation Administration’s program. Because the 
overall conditions in the coal industry that led to the emergency 
fiscal year 1955 purchase program have improved substantially and 
because methods other than purchases out of foreign aid funds are 
better designed to deal with the basic causes of local economic dis- 
tress, the International Cooperation Administration believes that 
purchases required for the fiscal vear 1956 program should be. carried 
out in the usual manner on the free world market in line with the basic 
concept established by the Congress in the Mutual Security Act and 
in order to minimize the expense to our taxpayers. At the same 
time the competitive opportunity of American industry to partic- 
ipate, if the occasion warrants, is available through the wide publicity 
given to ICA-financed procurement as well as our insistence on 
adequate and comparable quality standards. 

Sincerely yours, 
D. A. FirzGeraup, Acting Director. 


SEPTEMBER 30, 1955. 
Mr. Cuarues G. McNaron, 


Chief, Coal and Steel Branch, 
International Cooperation Administration, 
Washington 25, D. C. 
Dear Mr. McNaron: I am informed that it is the announced 
policy of ICA that for this year, at least, purchases of coal under 
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agency-financed transactions will be from the most economical free 
world source. 

It occurs to me to wonder what became of the program, presumedly 
set up by White House directive, to purchase 10 million tons of coal 
from distressed domestic areas. Kindly inform me how much has 
been purchased to date under this program, from what areas, and why 
the new policy which, apparently, nullifies the previous one. 

I feel very strongly that coal purchased for export by ICA funds 
should be purchased in the American market from distressed areas. 

Sincerely yours, 


James E. Murray. 





[From the New York Times, Wednesday, September 22, 1954] 


FrperaL Buyinc or Coat Approvep—Reier oF DisTREessep 
Reerons Is Arm or Pian Linkep To Arp oF Foreign Countrizs 


Denver, September 21.—A program seeking to relieve unemploy- 
ment in distressed coalfields in the United States while aiding under- 
developed foreign countries was approved today by President 
Eisenhower. 

After a conference with the President, Harold E. Stassen, Director 
of the Foreign Operations Administration, outlined the program. 

Mr. Stassen said the United States would start immediately to 
purchase 10 million tons of American coal that he estimated would 
cost some $150 million. Under the President’s direction, the coal 
is to come from the most critical unemployment areas. 

The coal will be shipped to coal-importing countries in exchange 
for products that may be transferred to underdeveloped countries 
or in exchange for local currencies to be plowed back into the countries 
for various economic or military projects. 

The coal program, Mr. Stassen said at the Lowry Air Force Base 
headquarters af iba President, was an example of the President’s 
directive of ‘fitting together the needs overseas with the economic 
‘situation at home.” He estimated that 75 percent of the $3.5 billion 
his agency would use in the present fiscal year would be spent inside 
the United States. 

The coal purchases will be made as follows: 

From Kentucky, West Virginia, and Pennsylvania, 2,000,000 tons 
each; from Illinois, 1,500,000 tons; and 2,500,000 tons generally dis- 
tributed through other coal-producing regions. 

As an example of how the coal would be used, Mr. Stassen said 
some coal ae be shipped to Spain where it could be used for part 
_ of the costs of American airbases there. This would be an arrange- 

ment similar to that worked out for food surpluses. 

In addition, the United States might obtain Spanish products, 
such as citrus fruit for the Near East, or some minerals needed in 
North Africa or in other friendly countries. 


O 





